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i Overview of Presentation

= 2006 Capacity and Energy Needs of Duke
Energy Indiana

= Steps Taken to Prepare for Summer
= Challenges

= Appendix: Duke Energy — U.S. Franchised
Electric & Gas
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Duke Indiana’s Peak Demand Forecast
Weather Normalized Peak Load
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Duke Indiana’s Capacity Requirements
For Summer 2006
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Energy Requirements
For Summer 2006

= Energy Position is different from Capacity Position

= Capacity Position is determined by comparing the unit capability
of Duke Indiana’s generation and purchase portfolio to the
expected peak load

= Energy Position is determined by comparing the economic
dispatch of Duke Indiana’s generation and purchase portfolio to
expected market prices

= Without any energy purchases, Duke Indiana was forecast
to be “short” economic energy for certain periods of
Summer 2006.

= Making energy purchases to fill this short position will hel
mitigate the risk of customers paying spot market prices for
this energy at times when these prices could be very high.
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Steps Taken for Summer 2006
Purchased Capacity and Energy

+

Despite recent additions to its physical capacity, Duke Indiana’s
current on-system reserve margin is slightly below 15%

MISO requirements include a day-ahead ~4% capacity reserve
reC\_uwer_nent_ (after outages and derates) from physical capacity for
Reliability First companies

Duke Indiana has completed purchases (170 MW) from physical
capacity for July-August to achieve a 17% installed reserve margin in
order to ensure compliance with the day-ahead ~4% requirement

Duke Indiana has purchased a number of forward energy price
hedges for Summer 2006 to cover its forecasted short economic
energy position. Additional energy options may be purchased to
further hedge against summer price volatility, depending on the
pricing of such options.
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Steps Taken For Summer 2006
Generation System

All generating units are scheduled to be available June through
September 2006.

Wheatland combustion turbines were purchased in August of
2005 giving Duke Indiana increased capacity (@460MW)

Will operate 5 SCRs at Gibson this summer during NOx Season

Duke Indiana will have performed 50 weeks of maintenance
outages this past spring
Continue to focus on:

= Peak availability (i.e., high availability during peak periods)

= A program of “availability outages” aimed at addressing potential summer
failure situations

= System-wide and plant-wide contingency planning with the goal of reducing the
length of any forced outages
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Steps Taken For Summer 2006
T & D System

230kV and 138kV transmission rehabilitation

= In 2005, 44.3 miles of 138kV and 38.5 miles of 230kV transmission lines were
completed

= Over 238 of 630 miles completed since start of seven-year plan begun in 2003

Upgrades to the Trouble Call Outage Management System were
completed

$121.9 million in long-term T&D investments for load growth and
system enhancements includes:

= $7.7million in new transmission substation capacity for load growth around
Columbus and Hamilton County

= $2.7 million for transmission capacitors to improve system reliability

= $15 million for increased distribution transformer capacity in 10 different
communities
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Incremental Demand Side Management Programs

iSteps Taken For Summer 2006

= Between 1991 and 2006, Duke Indiana DSM programs
have created:

= Over 160 MW of annual peak demand reductions
= Over 660,000 MWh annual energy reductions
= Additional 2006 projected peak load management
reductions:
= Special contracts (e.g., interruptible): 238 MW
= Special Contract — Hourly Pricing: 21 MW

= PowerShare®
= Call (customer contractual commitment): 40 MW
= Quote (voluntary, yet compensated): 38 MW

= Power Manager-Direct Load Control 40 MW
0 Po Encray.



Summer 2006 Challenges

10

Spring thunderstorms caused substantial damage to the Duke
Indiana transmission system. Thirty-seven transmission lines were
damaged as a result of tornados and straight line winds.

Thirty-six of the lines have been repaired and returned to service.
The work on a 345kV line near Vincennes is being expedited and is
expected to return to service the end of May.

Damage to transmission structures from these storms will cost over
$10 million to repair or replace.

MISO Day 2 dispatch worked well in maintaining system reliability
during these transmission outages
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Summer 2006 Challenges

: % Change

Commodity 2003 2004 2005 2005 vs. 2003
WTI Crude Qil Price ($/bl) 31.1 41.5 56.6 +82%
Natural Gas — Henry Hub
($/MMBtu) 5.46 5.90 8.50 +56%
Central Appalachia
Compliance Coal ($/Ton) 3.1 °7.0 64.8 +82%
lllinois Basin High Sulfur
Coal ($/Ton) 23.7 31.7 375 +58%
Wyoming Powder River
Basin High Btu Coal 6.3 6.3 9.7 +55%
($/Ton)
SO, Allowance ($/Ton) 174.3 437.9 906.0 +420%
NO, Allowance ($/Ton) 4,516.2 2,258.1 2,907.8 -36%
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Duke Energy — Franchised Electric & Gas

Chairman, Duke Energy

Paul Anderson

President & CEO
Duke Energy

Jim Rogers

Group Executive — Public Policy &
President, Duke Nuclear

Ruth Shaw

Group Executive & Chief Commercial
Officer — US Franchised Electric & Gas

Group Executive &
Chief Operating Officer

Jim Turner — US Franchised

Duke Energy Carolinas Duke Energy Indiana
Ellen Ruff, President Kay Pashos, President
Duke Energy Ohio Public Affairs &
& Kentucky Communications

Sandra Meyer, President Susie Adams, VP

Electric & Gas
Tom O’Connor

Nuclear Generation

Brew Barron, Group VP
& Chief Nuclear Officer

(Next Slide)

Sustainability &
Public Interest

Roberta Bowman, VP

Finance ,
Myron Caldwell, Paul Newton, Group VP Fedral Eergy Policy
Group VP & CFO & General Counsel Jim Gainer, VP
Strategy & Planning Human Resources EH&S Leadership

Doug Esamann, Jim O’Connor, VP John Stowell, VP
Group VP v .
uman Resources P Duke
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Duke Energy — Franchised Electric & Gas

Group Executive & Chief
Operating Officer - US
Franchised Electric & Gas

Tom O’Connor

Customer

Portfolio

Regulated Fossil/

Ohio & Kentucky

Service

Todd Arnold,
Group VP

Hydro Generation

Bill McCollum,
Group VP

Power Delivery

Theopolis Holeman,
Group VP
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Optimization

Gianna Manes,
Group VP

Gas Operations
Patricia Walker,

Group VP

Construction &

Project Management

Clarence Ray,
Group VP

Engineering &
Technical Services

John Roebel,
Group VP

Enterprise
Business Services

A.R. Mullinax,
Group VP
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Indiana President — Duke Energy Indiana

President

Kay Pashos

_______________________________ Communications &
Public Affairs
Kathy Cobb

Angeline Protogere

Government Affairs & Business Relations Wholesale Relations &

Foundation Relations
Julie Griffith, VP

& Development
Kirk Hobbs, VP

Business Management
Kevin Neal, Director

Kent Freeman, VP
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Duke Energy — Franchised Electric & Gas

Group VP Strategy &
Planning

Administrative

Coordinator

Frankie Diersing

Douglas F Esamann

Business &
Regulatory Strategy

Brad Arnett, VP

Asset Planning

Christopher Fallon,
Manager

Customer Strategy

& Planning
Theodore Schultz, VP

VELCIEYER Origination & Business
Richard Stevie, GM Development

Mark Svrcek, VP

Business Service

Center

Kerry Vestile, Manager
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